AGENDA | TEM 8
UNI DRO T SPACE EQUI PMENT PROTOCOL

STATEMENT BY THE DELEGATI ON OF THE UNI TED STATES OF AMERI CA

W would like to commend the Secretariat for its work
together with UNNIDRO T on the report to the Commttee
(A/ AC. 105/ c. 2/1.225) on the proposed UNIDRO T convention system
for international financing of nobile equipnment, and the draft
Space Equi pment Protocol to that convention. W welcone the
opportunity to set forth our views on this agenda item because
we believe it has considerable potential to facilitate the
devel opment of commercial activities in outer space, which in
turn will benefit states in all regions and all |evels of
econom ¢ devel opnent .

The UN space | aw regi ne has successfully put in place a
framework for the conduct of activities in space. 1In the
fundi ng area, however, the picture has changed substantially
since the treaties were negotiated, largely with regard to
devel opment of commrercial activities in space and the parall el
need to replace governnment funding for space activities.

Governnment funding for space ventures has steadily
decl i ned, and new commercial activities in space can no | onger
rely on high-cost "venture" capital, until recently the primary

nmet hod by whi ch non-governnent funded activities could be
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undertaken. New nethods in commercial finance can fill this
funding gap; as a practical matter, this will require a specific
treaty basis for this proposed new financing nethod.
Avai l ability of general funding sources is inportant not only
for the devel opnent and placenment in orbit of satellite
facilities but also for the financing of services which nay be
sought by all states, whether or not they have a direct interest
i n space equi pnent per se.

These new concepts of commercial finance, generally called
secured interest financing (for space equi pnent and services
this would in particular involve "asset-based" and "accounts
recei vabl e" financing), have already been adopted by a smal
nunber of states. This is expected to change soon with the
adoption in 2001 of two nultilateral conventions on finance:

t he UNCI TRAL convention on accounts receivable financing is
expected to be conpleted this June in Vienna, and the UNIDRO T
conventi on on nobile equi pnent finance, and its first protocol
devel oped jointly with 1CAO on aircraft finance, are expected to
be conpleted in Cctober. |In addition, an OAS-sponsored node
national |aw on secured financing is expected to be approved in
Novenber 2001, which nay lead to simlar devel opnents in other

regi ons.
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The draft UNNDRO T treaty system and the Space Equi pnent
Protocol, as well as the new UNCI TRAL convention | just noted,
can extend nodern asset-based and accounts receivable financing
to activities in outer space. The Ofice for Quter Space
Affairs has worked together with the UNNDRO T Secretariat on the
report that has been submtted to this sub-commttee on these
instruments. We believe this collaborative effort has been
productive, and the continued ability of OOSA and this sub-
comrittee to nonitor and participate in to the extent
appropriate the work of UNIDRO T, and report on its progress,
will be of benefit to us all.

| ssues need to be further considered, such as the
rel ati onship of obligations undertaken by states under the UN
space | aw regi ne and the exercise of rights acquired through the
conduct of commrercial activities in space under the new draft
UNIDRO T convention. The issues where these treaty systens may
intersect will need to be analyzed closely, since if sufficient
rights cannot be obtained under a space finance treaty,
commercial finance and capital nmarkets | ending may not take
pl ace, and the benefits that could flowto states at all levels
of econom c devel opnent woul d not be realized.

W would like at this point to express our views on sone

technical aspects of the proposed UNNDRO T treaty systemas it
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woul d relate to space activities. The basic convention is
expected to be finalized at a diplomatic conference in South
Africa in Cctober 2001, together with the UNI DRO T/1 CAO protoco
on aircraft finance which will bring the basic convention into
force with regard to aircraft transactions. Many of the issues
rel evant to space activities were also relevant to aircraft and
air transportation, and were considered in the context of the
air transportation treaty system established under the Chicago,
Geneva and Warsaw conventions. While there are differences, we
are hopeful that progress nmaking commercial finance avail able
for air transportation can be mrrored in progress making
comrerci al finance available for outer space activities w thout
substanti al del ay.

The new UNIDRO T convention system and the | CAO UNI DRO T
protocol are expected to attract financing for air
transportation by neeting the standards of the capital nmarkets,
i.e., the recognition under the proposed new financing treaty
system of international financing rights, together with a system
for establishing priorities anong clai mants who hol d ot her
financing interests, and a voluntary optional set of "expedited
remedi es". Each of these factors is critical to overcone the
ot herwi se high risk associated with space activities, as well as

country risk that is often associated with [imtations on
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financing for states at |esser |evels of econonic devel opnent.
Reaching a sufficiently high I evel of conmercial certainty as to
what rights will be enforced is the primary threshold that nust
be crossed to extend comercial finance into the space arena.
To achi eve such commercial certainty, priority between

clai mants woul d be established on the basis of an
internationally accessible, conputer-based registry systemfor
those rights. Such a registry systemwould involve a
governnental "supervising authority"” conposed at |east of
signatory and ratifying states. This type of registry would
bear no relationship to, and would not intersect with, registry
activities undertaken by OOSA under the UN space | aw regine.
Neverthel ess, it may be worthwhile to explore the feasibility
and appropriateness of the United Nations, acting through the
Committee or OOSA, performing sone role in that regard. One
possibility is that such a registry authority could be
aut hori zed by, and operate as a sub-unit of, the Commttee. The
registry operation itself would be expected to be contracted to
a private high-technology entity, and the cost of operation
borne by users.

Anot her inportant set of issues to be resolved are the
extent to which "associated rights”, which are necessary to

operate satellites and provide services, can be enforced. It
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is, of course, recognized that states may subject the
transference of such rights, including orbital positioning and
broadcast spectra, to national regulatory regines. However, the
extent to which this would render the ability to exercise rights
of telemetry, tracking and control (TTC) uncertain or
unachi evable would directly affect availability of finance and
the cost of that finance under any treaty system The
relationship to state obligations undertaken under the UN space
law reginme will also have to be examined in this regard.

We believe that exam ning these issues and assisting
UNFDRO T in its work is a worthy task for this Subcommittee.
Shoul d the Subcomm ttee determ ne that a working group would be
a useful method of organizing its work in the future on this
subj ect, we would support the proposal. W would al so
participate in any informal consultations should nmenbers decide
that this is the best way to advance our work between now and
t he next session of the Subconmittee.

Finally, M. Chairman, ny del egation believes that the
Subcomm ttee has an opportunity here to nake a significant
contribution to a new financing reginme that has the potential to
i ncrease space activities and benefit all countries. W believe
that the Subcommittee should attach a priority to its work on

this item



